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PREFACE 
This paper is born out of my interest and work while a graduate student 
with the Foundation for Community Development, Durham, N. C., and the 
National Progress Association For Economic Development, Philadelphia, Pa. 
Both organizations are engaged in certain aspects of Black economic develop¬ 
ment. As a student, I was impressed with some accomplishments of the 
organizations and at the same time was puzzled by the problems and obstacles 
to further accomplishments. There was a personal need to analyze the pro¬ 
blems of Black businesses and the obstacles to Black economic development. 
It is necessary for every Black person committed to Black economic develop¬ 
ment to critically think about, evaluate, and plan what he can do to stimulate 
Black economic development in his community. That does not only mean receiv¬ 
ing government grants ! There is a need for Blacks to sit down and devise 
formulas and plans appropriate to facilitate Black economic development in 
every Black community in this country. 
At this time, I would like to give special thanks to all of those persons 
I interviewed who are struggling in the area of Black economic development. 
Time does not permit me to mention all of them by name. Most persons inter¬ 
viewed were helpful and provided a wealth of information. Special thanks go 
to Mr. Udo Ekanem, Business Development Specialist at the National Progress 
Association For Economic Development; Paul Knox, the writer's brother, who 
was of most value in assisting the writer; and to Howard Stanback. Howard 
Stanback is the professor under whom this paper was written. He provided 




In American today there is a great need for minority business and 
economic development in general. One realizes there is a particular need for 
Black economic development when he views Black ghetto poverty. Severe 
poverty has always been and is presently a factor of ghetto life. This severe 
poverty will continue until the present economic structure of the ghetto changes. 
Within the ghetto there are found high rates of unemployment even during 
periods of prosperity.* There is a great need for jobs in the Black community, 
however, this need cannot be met under the existing economic structure of the 
ghetto. In the context of this paper the writer accepts the approach of viewing 
the ghetto as an internal colony found within America. Kenneth Clark has 
written that "the dark ghettos are social, political, educational, and—above 
O 
all-economic colonies." William K. Tabb, an assistant professor of economics 
at the University of Connecticut, has equated all of the characteristics of the 
typical underveloped country: Low per-capita income; high birth rate; a small, 
weak middle class; low rates of increase in labor productivity, capital formation, 
O 
domestic savings; and a small monetized market. Frank G. Davis describes 
the ghetto economy as predominantly labor intensive whereas the general 
*FrankG. Davis, The Economic of Black Community Development 
(Chicago: Markham Publishing Company, 1972), p. 3. 
O 
Kenneth B. Clark, Dark Ghetto: Dilemma of Social Power (New 
York: W. W. Norton and Company, Inc., 1970) , p. 22. 
^William K. Tabb, The Political Economy of The Black Ghetto 
(New York: W. W. Norton and Company, Inc., 1970), p. 22. 
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economy is high capital intensive and oligopolistic. Goods and services 
are imported from white America and the great wealth of Black unskilled labor 
is exported to white America. Blacks do not own the economic resources of 
the ghetto. Thus, there is a great need for the ghetto to own its economic 
resources ! Also, there is a great need for Blacks to try to sever the colonial 
relationship in which they find themselves. However, before one can begin to 
identify mechanisms to meet the aforementioned needs, it is necessary to con¬ 
sider forces which created the economic relationship of the ghetto and still 
maintain it. It is necessary to fully understand these forces. 
On the basis of the considerations made, it becomes necessary to analyze 
and reject present economic development programs designed to enhance the 
status of a few Black individual businessmen. Sucn programs were begun and 
devoted to Black business and/or economic development particularly after 
the riots of the 1960's. This was a period when the masses of Blacks who had 
not profited from the Civil Rights Movement demonstrated extreme dissatisfaction 
with their economic disadvantages. As a result programs emphasizing Black 
capitalism sprang into being. Private industry, private foundations, and others 
began job training programs which provided a few jobs and a number of grants 
to stem minority business and economic development. In spite of all these pro¬ 
grams the hindrances to minority business development still exists. These 
existing programs have not removed the barriers which preclude minority 
business and economic development. Innumerable inequalities still remain 
in this inhuman monopoly capitalistic system of America. 
4 
Tabb, The Political Economy of The Black Ghetto, p. 5. 
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This paper is an attempt to view these inequalities faced by Black 
businessmen operating Black businessess in a monopoly capitalistic system. 
Black business development and Black entrepreneurship is given particular 
attention as well as Black community development which are integral parts to 
Black economic development. It is this writer's contention that the problems of 
Black business development were created and nourished by the forces of racism. 
Thus, the hypothesis read: There are special problems inhibiting Black 
economic development in the United States which result from racism inherent 
in a monopoly capitalistic system. The factors which tend to inhibit growth in 
Black business and economic development will be indentified and discussed. 
At this time concepts crucial to the hypothesis will be defined. Racism 
will be viewed in its operational nature. Then, racism will be defined by the 
way people actually behave. Therefore, racism will be viewed as any attitude, 
action, or institutional structure which subordinates and controls a person or 
group because of his or their race and color. In America the visibility of skin 
color and other physical traits associated with Blacks identifies them as targets 
to be subordinated and controlled by white Americans. 
As a matter of further clarity, racism is based on attitudes which allows 
the prediction of certain types of behavior (actions) . The "institutional struc¬ 
ture" also takes on an action component and is a form of racism. "An institutional 
structure is any well-established, habitual, or widely accepted pattern of action 
or organizational arrangement, whether formal or informal."^ Inherent is 
^Anthony Downs, Urban Problems And Prospects (Chicago: Markham 
Publishing Company, 1970), p. 77. 
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defined as existing in someone or something as a natural and inseparable quali¬ 
ty , characteristic or ight. Monopoly is defined as the exclusive control of a 
commodity or service in a given market or the control that makes possible the 
fixing of prices and the virtual elimination of free competition. 
Black Economic Development is defined as the reorganization of and 
control of the ghetto economy by Blacks, collectively. An end product of this 
reorganization results in all Black businesses and other institutions in the com¬ 
munity being owned by community people. The economic structure of the com¬ 
munity would be communal in nature whereas ownership and control within a 
monopoly capitalistic system is individualistic. 
Capitalism is defined as an inhuman economic system (institution) based 
on the subordination of Black people and the exploitation of their labor in which 
all or most of the means of production and distribution (land, factories, rail¬ 
roads , etc., ) are privately owned and operated for profit. It is characterized 
by a tendency toward concentration of wealth, and in its later phase by the growth 
of great corporations and monopoly. 
Significance of the Study 
The researcher became interested in this problem as a result of her work 
with the Foundation for Community Development, Durham, N. C. ; and the 
National Progress Association For Economic Development, Philadelphia, Pa. 
The researcher, through her involvement with Black businesses and the programs 
designed to stem Black business development, recognized that such programs 
were failures. Her question then became what had created and nourished the 
5 
obstacles to Black entrepreneurship and Black business development? As an 
autonomous social work practitioner who views one of the Social Worker's role 
that of an economic developer it became crucial to answer these questions. 
Without a correct analysis and understanding of the obstacles to Black eco¬ 
nomic development, the Social Worker cannot address himself to planning 
appropriate strategies to facilitate the true Black economic development. 
This study best utilizes the writer's time because of her opportunity to 
talk with Black economic developers in various sections of the U.S., view and 
evaluate their programs. In light of the state of the ghetto economy—technological 
change, rising prices, low wages, unemployment, and underemployment—such 
research is necessary to provide strategies on the basis of a correct analysis 
which will insure the mere survival of Blacks in the U.S. Strategies must be 
developed for Black economic development which will reorganize the structure 
of the ghetto economy to alleviate present pernicious conditions. 
Methodology 
Methodology consists of existing written materials, i. e., books, maga¬ 
zines, journals, etc., interviews and conversations with Black economic 
developers in Nashville, Tenn.; Birmingham, Alabama; Philadelphia, Pa., data 
taken from U.S. Census reports and other reports on minority business develop¬ 
ment, data from two studies done by the National Progress Association For 
Economic Development. One study is a report on conditions and prospects of 
minority businessess in twelve cities. The cities are Charleston, West Virginia; 
Charlotte, North Carolina; Cincinnati, Ohio; Dallas, Texas; Fort Worth, Texas; 
Harrisburg, Pennsylvania; Little Rock, Arkansas; Nashville, Tennessee; 
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Omaha, Nebraska; Phoenix, Arizona; Providence, Rhode Island; and Wilmington, 
Delaware. The second study is one on the conditions of Black businesses in 
Oklahoma City, Oklahoma. 
Systematic direct observation and participant observation were also 
techniques used to ascertain some of the information presented. These two 
latter techniques were especially useful at a number of minority business semi¬ 
nars attended. 
Assumptions Basic to the Paper 
—Capitalism which emphasizes individualism, competition and property 
rights, and employs violence, exploitation of labor and subordination is directly 
opposed to the economic structure which will facilitate Black community develop¬ 
ment. 
—Black capitalism and any such other programs with an emphasis on 
developing the individual Black businessman are directly opposed to the ideology 
of Black community development. Black community development emphasizes 
communalism and sharing. 
Presentation of Material 
A discussion of racism and capitalism will be found in Chapter II and a 
relationship will be shown between the two. Chapter III will deal with the pro¬ 
blems of Black businessmen. Those problems in the context of racism are shortage 
of equity capital, shortage of technological skills, lack of management skills, 
limited markets and lack of diversification. The fourth chapter will discuss two 
7 
Black business surveys which help document these problematic areas, and Chapter 
V will view loan institutions and their racist practices toward Blacks. Government 
sponsored and private sector programs presently operating under the pretense 
of removing the barriers of Black business development will be analyzed in 
Chapters VI and VII. The eighth chapter will view the economic development 
plans of three Black Community Development Corporations. These CDCs are 
analyzed as models—even though some limitations exist—somewhat in keeping 
with our definition of Black economic development. In these corporations profits 
made are returned to the community for its growth in contrast to profits made in 
a capitalistic system which are concentrated in the hands of a few individuals. 
Next, suggested plans and proposals for Black business and community develop¬ 
ment will be presented followed by conclusions, implications for further study, 
and recommendations. 
8 
II. RACISM AND CAPITALISM 
American racism orginated in slavery and the economic order (capitalism) 
was also created and nourished by, slave labor. "The labor of 'Negroes', slaves 
and free, has been one of the most important factors in the economic development 
of the Southern part of the United States."1 This slave labor was exploited, 
and excessive profits were derived from this labor. It has been estimated that 
"Negro" labor contributed $30,000,000.00 annually to the wealth of the south.^ 
Blacks were not only engaged in agricultural activities but provided both the 
skilled and unskilled labor which the south needed. Among the group of skilled 
Black laborers were found the carpenter, the wheelright, the bricklayer, the 
plasterer, the painter, the tanner, the weaver, the shoemaker, the harness- 
maker, etc. These skills and talents were controlled by the white master. Ex¬ 
ploitation went hand in hand with the control. 
The owners of slaves found it profitable to hire their slave mechanics 
by contract to others who needed their services and had a monopoly in the 
areas in which slaves contracted. Many states passed laws regulating the labor 
3 
of slaves and freedmen. Slaves could not bargain for wages nor make contracts. 
Such legislation provided legal exploitation of Black's labor! An example: 
There was found in Montgomery, Alabama, a carpenter who was a genuis in 
^Charles H. Wesley, Negro Labor In The United States (New York: 
Vanguard Press: , 1927) p. 3. 
2 
Ibid., p. 5. 
3 
Ibid., p . 80. 
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mathematical calculation. He could give instant estimates and specifications of 
all lumber to be used in a building. He only received $2.00 per day inclusive 
4 
of overtime. In Columbia, South Carolina, the Saluda Cotton Factory opened in 
the mid-1800's and employed 128 workers. All of them were Black except the 
overseers and superintendent. The slave labor was found to be cheaper than 
free white labor and it was said that Blacks could endure the work in the cotton 
mill better than whites. Thirty percent of the usual cost of labor was saved in 
this plant.^ Blacks were receiving nothing or little to nothing for their labor. 
In 1891 Blacks were receiving $1.75 per day for skilled labor and in 1902 they 
6 
were receiving $2.00 per day. From these examples it is evident that exploitation 
was the rule! 
Presently Black labor continues to be exploited to perpetuate capitalism. 
Blacks are the most underpaid, unemployed, underemployed, and unskilled 
7 
laborers. Blacks are economically and politically powerless. Blacks who have 
supplied the labor in America to produce massive wealth should have some 
economic power. However, this does not follow naturally in a racist capitalistic 
system. Racism in relation to capitalism provides many economic benefits to 
white America. In America 80 percent of the welath is controlled by approximately 
^Ibid., p. 20. 
^Ibid., p. 16. 
6Ibid., p. 246 
7 
Frank G. Davis, The Economics of Black Community Development 
(Chicago: Markham Publishing Company, 1972). p. 12. 
10 
O 
2,000 people. If 80 percent of America's wealth is controlled by 2,000 white 
capitalists, what do Blacks control? Phrased more accurately, what is left for 
them to control in this system? Nothing! In effect, there has been the creation 
of an internal colony (The Black ghetto) or sub-economy to the main economy. 
The Black colony is economically depressed while the main economy is rich. 
For instance the Black community constitutes 12 percent of America's population; 
yet it represents only 1/100 percent of the total business investments and less 
9 
than one percent of the elected and political power. 
In the last few years, Black capitalism has been viewed as one of the 
solutions to close the gap between the Black internal colony and white America. 
The U.S . Department of Commerce and President Nixon and others believe that 
Black capitalism offers the promise of bringing significant numbers of Blacks 
into the white economy.^ But how can one take an inhuman, racist, and Black 
exploitive system place the word Black in front of it and make it work to the 
advantage of Blacks. This is illogical and assinine. Capitalism still remains 
the same. 
Research and observation has shown that such programs have not made 
a dent in the overwhelming economic problems. Unfortunately many of the 
g 
A Plan For Community Capitalism (Durham, N.C.,; Foundation For 
Community Development) published May 19, 1970. 
9 
Record, The Daily News. May 7, 1969, p. 1. 
■^U.S. Department of Commerce Survey, Minority Owned Businesses: 
(Washington, D.C.: U.S. Government Printing Office) August, 1971. 
196 
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programs coined under the Black capitalism concept were dictated by political 
expediency. Richard Milhouse Nixon even incorporated the term during his 
1968 campaign. 
Black capitalism has not answered to these discrepancies existing in 
America. Minorities make up about 16 percent of the population and only 3.7 
percent of the business ownership.1'*' The population of Washington, D.C. is 
12 
70 percent Black, but its business ownership is only 12 percent. There are 
215,000 businesses in New York City, but less than 1 percent of these are 
controlled by Blacks and Puerto Ricans who represent 28 percent of the city's 
13 
population. There are only 12 registered Black-owned businesses in the com¬ 
bined ghettos of South Bronx, Harlem, and Bedford Stuyvesant where one million 
Blacks live. Putting the picture into perspective, Blacks, owning 163,073 
businesses, grossed only $4.5 billion in 1969. Their white counterpart, own- 
14 
ing a whopping 7,167,042 businesses, grossed 41.48 trillion in sales. 
It should be noted that Blacks who are conspicuous consumers contri- 
. 15 
bute $30 billion each year to the economy. As the reader can see by subtracting 
1 Zeldin, Maury, and Simichrast, Negro Entrepreneurship in the 
District of Columbia, SBA Economic Review, Vol. 2, No. 2 (Spring-Summer 
1969), pp. 9-29. 
12 
Ibid., p. 22. 
13 
Robert C. Kemp, "Minority Business And The New Economy", Black 
Enterprise Magazine, Vol. 3, No. 3, October 1972, p. 55. 
^Theodore Cross, Black Capitalism (New York: Atheneum, 1969). p. 98. 
^Robert C. Kemp, "Minority Business and The New Economy, "Black 
Enterprise Magazine, III (October, 1972), p. 55. 
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the amount Blacks spend from theamount that Black businesses made in 1969, 
most of this $30 billion goes to white businessmen. There is a continuous outflow 
of capital from the Black internal colony going into the white community. This is 
one of the economic benefits derived from the subordination of Blacks. Other 
economic benefits generated by racism are: 
1. Competition is reduced by excluding Blacks from access to benefits, 
privileges, jobs, or other opportunities or markets. 
2. Exploitation of members of the Black race through lower wages, 
higher prices, higher rents, less desirable credit terms, poorer 
working or living conditions. Exploitation is more intense when 
the subordinated group (in this case—Blacks) are spatially 
segregated from whites. 
3. Avoidance of certain desirable or "dead-end" jobs by creating 
economically depressed Blacks, who have skills commensurate 
to whites, who by necessity have to do unskilled work. 
From all the information collected racism serves to perpetuate capitalism. 
In a capitalistic system there must always be a group subordinated. This group 
then becomes the target of racism in order that a few may control and own every¬ 
thing. In 1964 in answer to a question posed after one of his speeches, Malcolm X 
stated: "Its impossible for a white person to believe in capitalism and not believe 
in racism. You can not have capitalism without racism."1^ 
^Robert T. Allen, Black Awakening in Capitalist America (New York: 
Doubleday and Company, Inc., 1969), p. 30. 
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III. PROBLEMS OF BLACK BUSINESSMEN 
The size of the Black business class is very small. First the Black 
businessman's color allows him to become traget of barriers which prevents his 
advancement. Second, the ghetto economic structure and its relationship with 
the white economy makes successful Black businesses impossible. Overall, the 
ghetto economy is static and if there is change, it is a decline in the economic 
resources coming to the ghetto. This situation exists because the captive market 
possessed by white businesses and the economic structure of the Black internal 
colony generate an outflow of money and labor resources leaving a very narrow 
economic base for the development of the ghetto Black businesses. Racism has 
created the aforementioned factors. Eugene P. Foley has written, "The culture 
has simultaneously unduly emphasized achievement in business as the primary 
symbol of success and has 'blindly' developed or imposed on all pervading racism 
that denied the 'Negro' the necessary opportunities for achieving this success". * 
Thus, stemming from racism the Black businessman is faced with certain 
problems which must be overcome. The followig problems have been found 
throughout writer's research to be the most pressing: shortage of capital, 
shortage of technological skills, limited markets, lack of management skills, and 
lack of diversification. These problems must be overcome if the road to Black 
economic development is to be traveled. 
Eugene P. Foley, "The Negro Businessman: In Search of a Tradition" 
in The Political Economy of The Black Ghetto (W. W. Norton, Inc., 1970) . p. 41. 
14 
Shortage of Capital 
In general Black businessmen have been short of adequate capital. Blacks 
are found to have little savings and there is a high correlation between savings 
and investments. Few Blacks, due to racist practices in the job market where 
Blacks are found to have the lowest paying jobs, are able to amass significant 
savings for investment purposes. Most of their income is spent for basic needs. 
As of 1970 only one quarter of the Black families have annual income of $10,000 
2 
or more. Therefore, most Blacks do not have personal savings to invest as risk 
capital. The few who do have capital are usually afraid to risk their capital in 
a possible unsuccessful investment. Lacking good business knowledge, many of 
the investments Blacks choose are not sound and do fail. 
There is also found to exist a vast differential between Blacks and whites 
savings accounts. For example, the Black Freedom National Bank of New York 
City shows an average savings account of $200 or more. The white Dollar Savings 
Bank in the same city shows an average savings account which ranges from 
3 
$2,000.00 to $3,000.00. Even when a Black entrepreneur has adequate savings, 
he is confronted with racism that hinders him from putting his capital into new 
business ventures. For example, below is a story of a Black with adequate 
capital and is desirious of buying: 
John A. Johnson, the successful magazine publisher, decided 
to purchase a funeral parlor previously owned by a white man, 
2 
U.S. Department of Commerce, We The Black American, Washington, 
D. C.: Government Printing Office, 1970), p. 2. 
3 
Theodore L. Cross, Black Capitalism (New York: Atheneum, 1969) , p. 58 
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The seller refused to show it to a Black man. Mr. Johnson 
was forced to hire a white attorney to purchase the building. 
The attorney also had to arrange for a plumber (Mr. Johnson 
posing as the plumber) to review the heating system before 
the purchase was made. This was necessary for Mr Johnson^ 
to view his potential property before a settlement was made. 
So one sees that racism does hinder Black economic development! 
Finally, other sources of capital accessible to the white man and inacces¬ 
sible to the Black man is borrowed capital. This borrowed capital comes from 
family, friends, and loan institutions. (Racist practices of loan institutions 
will be discussed later) . 
Lack of Technical Skills 
The Black employee has been traditionally located in the unskilled jobs 
industry. Historically Blacks have been denied the opportunity to move away 
from the unskilled, low paying jobs. Even when a few blacks moved away from 
these jobs, opposition was manifested by white workers in the form of prejudice, 
riots, acts of violence directed against Black workers, and state laws were 
5 
passed to keep Blacks contained in unskilled jobs. In various states laws were 
passed to regulate the labor of slaves and of free "Negroes". The slave could 
g 
not bargain for wages nor make contracts to sell his skills. In South Carolina 
a proposal was made to bring industries into the state and it was expressly stated 
4 
Ibid., p. 195. 
5 
Charles H. Wesley, Negro Labor In The United States, (New York: 
Vanguard Press, 1927), p. 73. 
6 
Ibid., p . 80. 
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that the skilled jobs would be for whites and Blacks were to be confined to un- 
7 
skilled labor. Prior to the Civil War the racist attitudes toward Black laborers 
which would dictate behavior for centuries were born. These attitudes were: 
(1) to oppose Black workers openly, and (2) to oppose the extension or avail- 
g 
ability of any jobs in industry opened to Blacks. These are but a few of the 
racist tactics used by whites to keep Blacks unknowledgeable of technical skills. 
(Other tactics can be found in Charles Wesley's book. See footnote #5.) 
The technical skills which the writer speaks of are those related strictly 
to blue collar skills in industry, i.e., machine operators, grinders, electricians, 
etc. Blacks are in the early stages of development in these areas. However, 
these skills, particularly plumbing, electrical wiring, brick masonry and all 
types of building skills, etc., are crucial to building the Black community and 
nation. 
Lack of Management Skills 
Management skills relate to administrative functions and positions 
necessary in the successful operation of a business. Expertise is necessary in 
bookkeeping, accounting, personnel management, inventory control, etc. There 
is a great void of these skills in the Black Community. Black businessmen usually 
face the business environment with less training and experience than white 
businessmen. Whites usually learn management skills in apprenticeship programs 
7Ibid., p. 71. 
8Ibid ., p. 83. 
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programs of their relatives. Why have not Blacks learned these skills? Whites' 
apprenticeship programs were closed to Blacks. 
Normally the second way to learn management skills has been through 
institutions of higher education. Black colleges were not emphasizing business 
training. Texas Southern University is the only Black undergraduate School 
9 
that is a member of the American Association of Collegiate Schools of Business. 
Atlanta University is the only Black graduate school of business. One sees that 
there are few Black schools offering business education and on the other hand 
Blacks were denied admittance to most white institutions until the last ten years. 
A question comes to this writer's mind. Why were most Black institutions not 
offering business education. This question stems from the knowledge that many 
Black institutions were founded, and their curriculums were influenced or 
designed, by white people. Was it the intent to not incorporate business education? 
Was this another way of insuring white economic control? This points to racist 
implications in curriculum design—an aspect that some reader may want to re¬ 
search. 
Because Blacks had been excluded from meaningful jobs in the business 
world, they did not seek academic degrees in business. Naturally, they chose 
the professional avenues, i.e., Education, Social Work, Medicine, Dentistry, 
Law, and the Ministry, that would assure them community status and economic 
success. The few Blacks who have adequate management skills may generally 
9 
Lawrence Johnson and Wendell Smith, "Black Managers" , in Black 
Economic Development, ed. by William F. Haddad and G. Douglas Pugh. 
(New Jersey: Prentice-Hall, Inc.) , p. 121. 
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find the desired salary in white firms. There is a great need for Blacks with 
thorough knowledge in Business Administration. During the formative years of 
Reverend Leon Sullivan's Progress business ventures, it was very difficult to 
find Blacks with thorough business knowledge and training. An aide to Sullivan 
told this writer that because Sullivan was unable to find trained persons he was 
compelled to hire those unknowledgeable in business. 
Limited Markets 
Racial segregation and discrimination has resulted in a disporportionate 
number of Blacks in the retail and service businesses. These businesses are 
barber shops, beauty shops, restaurants, amusement and recreational outlets, 
hotels and motels, "mom and pop" grocery stroes, and small retail clothing shops. 
These businesses serviced the demands of the Black community. 
Due to whites' racist attitudes and their buying patterns, Black businesses 
were unable to market goods and services to the majority community. Black 
businesses are not characterized by high growth—a factor further limiting their 
market. 
Manufacturing concerns are based on high productivity and a great de¬ 
mand for its products and services characterize high growth. High growth 
businesses facilitate the production and wholesale of products both nationally 
and internationally. On the other hand, a barber shop and a restaurant, etc. can 
only render themselves locally. 
19 
Lack of Diversification 
Blacks have been unable to make any major inroads in the field of 
industry and manufacturing. There are approximately 3,000 Black owned 
10 
manufacturing firms out of a total number of 269,471. These manufacturing firms 
are offering a line of Black beauty products—cosmetics and hair products, etc. 
There is only a scattering of Black-owned food processing firms. Two 
of the most successful ones are the Henry G. Parks Sausage Company of Baltimore, 
Maryland, and Garland Foods, a Dallas based meat processing plant. They are 
selling annually $7.5 million and $12 million in products annually. Such a small 
number of food processing firms is disproportionate to the Black population and 
considering that we do buy large amounts of food, There are a few Blacks, who 
primarily print Black oriented magazines and newspapers, in the printing and 
publishing area. The representation of Blacks in the aforementioned areas is 
insignificant. The newspapers and magazines were necessary to the Black 
community as a source of information of what Black people were doing. Also, the 
need for Black newspapers and magazines was augmented by white racism. White 
newspaper only until recently carried only stories of criminal acts committed by 
Blacks—put these stories on the front page with a very dark picture—and the 
obiturary column for Blacks. Even now when the Black community is given 
coverage it is distorted. 
^U.S. Total: U.S. Department of Commerce, Bureau of the Census, 
"Census of Businesses, 1968." 
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IV. SURVEY OF BLACK BUSINESS 
This chapter supports the previous chapters by presenting 
collected data from two surveys. The surveys were done by the National 
Progress Association For Economic Development where the writer was 
interning and by the Oklahoma City Progress Association For Economic 
Development. The Oklahoma City PAED is an affiliated organization of 
NPAED. The NPAED survey studied the conditions of minority owned 
businesses in twelve cities while the Oklahoma City survey studied the 
conditions of minority business locally. 
It is hoped that the information presented will give clear insight 
into the characteristics of the businesses discussed. 
METHODOLOGY 
Oklahoma City Survey: 
The geographical boundaries where most of the Black population 
of Oklahoma City live were identified. The survey covered 146 Black owned 
businesses which were subdivided into eight sections by geographical areas 
and canvassed. 
Survey of Minority Businesses 
In Twelve Cities: 
Questionnaire-based interviews were carried out with Black entre¬ 
preneurs in twelve cities: Charleston, West Virginia; Fort Worth, Texas; 
21 
Harrisburg, Pennsylvania; Little Rock, Arkansas; Nashville, Tennessee; 
Omaha, Nebraska; Phoenix, Arizona; Providence, Rhode Island; and Wilming¬ 
ton, Delaware. The survey also included eight questions which were 
answered by Progress Association For Economic Development representatives 
in each city. 
Questionnaires developed for each survey will be found in the 
appendix. In this chapter, selected data and findings of both studies will 
be presented interchangeably. 
STATE OF BLACK BUSINESSES 
In both studies, it was found that Black businesses are heavily 
concentrated in retail trade and selected services. Examples of retail 
trade businesses are food stores, service stations, clothing stores, record 
shops, etc. Examples of service type businesses are restaurants, barber shops, 
funeral parlors, beauty shops, places of entertainment, etc. Thus, the Black 
businessman was assured success and provided with specific and limited 
business opportunity by a social inequity. 
These retail and service stores proportionately outnumber the same 
businesses in the total economy and control a scant amount of the nation's 
business activity. In 1969, the 163 thousand Black owned businesses in the 
United States had gross receipts of $4.5 billion accounting for only 0.24% 
1 
of the nation's receipts. 
^U.S. Census Bureau Report, Minority Owned Businesses: 1969. 
(U.S. Department of Commerce, August, 1971). 
22 
These Black businesses are also small when one measures the 
number of employees. The average number of employees of the surveyed 
Black businesses was 4.9. For businesses in general in the same cities the 
average number of employees ranged from 11.8 in Little Rock to 17.8 in 
Wilmington. However, if we look at the employment level of white owned 
businesses in the ghetto as Frank G. Davis did in the ghettos of Newark 
and Buffalo, we find a totally different picture. It was found that about 
20 to 30 percent of the firms (white) employ between 8 and 10 full-time 
workers; 40 percent hire none; and another 40 percent employ between 2 
2 
and 3 full time workers. What accounts for these drastic employee reductions? 
The writer's contention is that the profit motive is highly intense and a large 
number or an increase in employees lessens profits! And, profit is great! 
For example it is found in Newark that sole proprietorships in the apparel 
field indicate that for every dollar change in net investment, $2.97 in sales 
arises, and for every dollar change in net investment $.73 of net profit is 
3 
made. From these facts, one can conclude that the white business owners 
act differently in the Black community. They exploit the Black ghetto 
economy and do not hire a significant number of workers and hardly hire 
2 
F rank G. Davis. The Economics of Black Community Development 
(Chicago: Markham Publishing Company, 1972) p. 53. 
3 
Ibid., p. 51. 
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Blacks at all. If they hire Blacks, their salary is different from the white 
employees. For example, it is found that white workers in white-owned 
establishments in Newark made an average wage of $84.80 per week while 
4 
Blacks averaged $75.46. These are clear cut racist actions. 
Even though the average number of employees in Black businesses 
5 
are small—the national average being 4 —jobs are provided in the Black 
community. This is important because Blacks suffer from extremely high 
unemployment. In 1966, Blacks made up 11 percent of the civilian labor force 
and accounted for over 21 percent of the unemployed. Even when the unemploy¬ 
ment rate is low Blacks' percentage of unemployment is usually double that of 
whites. In 1968, 3.1 percent of whites compared with 6.7 percent of Blacks 
6 
were reported unemployed. 
Of the businesses surveyed in the twelve cities, there was 636 
persons regularly employed. Of this number 509 were employed full time. 
Over 40 percent of the employees (270) are in the category which generally 
has high unemployment—Black and 25 years old or less. 
4Ibid., p. 53. 
^Minority-Owned Firms: U.S. Department of Commerce, Bureau of 
the Census, "Minority-Owned Businesses; 1969." 
g 
Clair Wilcox. Toward Social Welfare, (Homewood, Illinois: Richard 
D. Irwin, Inc., 1969) p. 96. 
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Useable data collected showed that the initial investment capital 
(57%) came from personal or family sources rather than from lending 
institutions. This may be an indication of racist practices if it is found 
that these businesses applied for loans. (Useable data was not significant 
7 
enough to measure the practices of lending institutions) . In total, bankers 
and other private financial institutions provided only 20 percent of the initial 
funds. The Small Business administration or other government agencies 
provided 11 percent. These questions may be posed: Why is the percentage 
of loans provided by the Small Business Administration and other govern¬ 
mental agencies so low? Is this indicative of SBA's and other government 
agencies' lending practices to Blacks? 
Sole Proprietorships 
In the twelve cities most businesses (137 out of 174 answered this 
question) were sole proprietorships. The percentages were distributed 
as follows: 79 percent or 108 businesses were sole proprietorships; 12 
percent and 9 percent or 16 and 12 businesses respectively were partnerships 
and corporations. In the Oklahoma City survey 117 businesses were sole 
proprietorships; 17 were partnerships and 12 were corporations. Corporations 
also had 84 percent of all business receipts in the United States in 1968. 
Most businessmen initially did not seek initial investment from 
lending institutions. This may be a reaction on the part of Blacks who 
have been fully aware and affected by past racist practices. 
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The following chart summarizes the organization of Black owned by firms as 
compared with all firms of 1968 and 1969: 
Table 1 
Business Organization and Characterics 
Form of Organization Black Owned Firms (1969) All Industry (1968) 
Percentage (%) % of Total Percentage (%) % of Total 
of Firms Gross of Firms Gross 
Receipts Receipts 
Proprietorship 79 48 79 12 
Partnership 13 16 8 4 
Corporation 8 36 13 84 
100 Total (%) 100 Total (%) 100 Total (%) 100 Total (%) 
Source: U.S. Department of Commerce, Bureau of the Census, "Minority 
Owned Businesses, 1969," and the U.S. Total: U.S. Departement of Commerce, 
Bureau of the Census, "Census of Business, 1968." 
These percentages show that Blacks tend to be very individualistic 
in their business ventures because they rely on proprietorships and partner¬ 
ships to a great extent? What factors make this so. The nature of corporate 
capitalism in America which is based on exploitation and racist practices 
has denied Blacks opportunities in the business environment to make an 
entry into big business. White corporate capitalism is based on monopoly 
which entails the subordination and control of laborers and a captive market. 
This is reflected by the fact that corporations make up a mere 13% of the total 
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U.S. business industry and take in 84 percent of the receipts.® Racism 
is very much inherent in corporate capitalism. 
The corporation form of business organization in America has 
served an advantage to whites and a disadvantage to Blacks. It is shown 
that Blacks have not used this form of business organization in their own 
community. When this form of business organization is not abused and is used 
in the Black community to facilitate Black community development it can have 
the following advantages: 
—limited liabilities 
—income tax advantages for stockholders (the total Black community) 
The form of business organization takes on a totally different light. It becomes 
the Black community corporation and Black business development will no 
longer be individualistic. All profits are reinvested for total Black community 
needs. 
Difficulties in the Business Environment 
It was found as previously mentioned, that Black businessmen who 
have adequate capital and entrepreneurial ability will tend to have considerably 
more difficult time in business than his equally well financed white coutnerpart. 
O 
U.S. Total: U.S. Department of Commerce, Bureau of the Census, 
"Census of Manufactures, 1968," and "Census of Businesses, 1968." 
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There are great disparities between the results of the Black businessman 
as compared to the white businessman when the same efforts are exerted.^ 
No matter how hard the Black businessman works or how successful the business 
is, production and profits remain insignificant. The Black business market 
consists of Black customers whose incomes are not as high as those of many 
of the white customers. Why doesn't the Black business have a white market? 
Dempsey J. Travis, president and chairman of the Board of Directors of 
United Mortgage Bankers of America, Inc., states that racism and racist 
practices keeps whites from patronizing black business. ^ Whites are 
determined to keep profits in their community. 
Other problems encountered by the Black businesses surveyed were 
crime and vandalism. More than 50 percent of the businesses reported losses 
due to crime and vandalism. Crime and valdalism rates are found to be 
higher in the ghetto than in suburban areas. ^ Often these losses are not 
covered because of the denial of adequate insurance coverage. Discrimi¬ 
natory practices by insurance companies result in higher rates for Black 
businesses. Due to already low profits some Black businesses cannot afford 
insurance coverage. A third of the respondents (55 out of 156) had no 
insurance coverage. 
g 
Dempsey J. Travis, "Black Business: Obstacles to Their Success," 
The Black Scholar, IV, (January, 1973) p. 19. 
10Ibid., p. 19. 
^Howard Samuels, "Compensatory Capitalism, in "Black Economic 
Development, ed. by William F. Haddad and G. Douglas Pugh. (Englewood 
Cliffs, New Jersey: Prentice-Hall, 1969) p. 63. 
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Preparational Deficiencies 
Black entrepreneurs in the twelve cities were found to face the 
business environment with less adequate training, preparation and experience 
than the white businessmen. The white businessman usually has an oppor¬ 
tunity to learn a business without taking a high capital risk. He may work 
in the enterprise of a friend or relative in a position that enables him to 
learn managerial and entrepreneurial skills. During slavery Blacks 
were not allowed to handle money and manage the businesses even though 
12 
in many instances they were the chief machinist and Artisans. Many 
Blacks had a thirst and need to learn all of the managerial and etrepreneurial 
skills. This was evidenced by the founding of the Negro conventions and 
church organizations during the 1800's that attempted to establish schools 
13 
to train Blacks in the skills necessary to industry and other occupations. 
The study of twelve cities found that less than 25 percent of Black business¬ 
men surveyed acquired managerial and entrepreneurial knowledge from the 
business of a relative or friend. Of the remaining businessmen, 39 percent 
learned to run their businesses through trial and error. Trial and error 
often means failure and failure is costly. Interestingly, 77 percent of the 
respondents stated they learned from others. Recognizing that most Blacks 
12 
Charles H. Wesley, Negro Labor in the United States (New York: 
Vanguard Press, Inc., 1927) . 
13 
Ibid., p. 59. 
29 
entrepreneurs had no formal business education, those persons that 
taught 77 percent of our respondents may not have been experienced and 
capable. Generally, Blacks have lacked opportunities to learn from success¬ 
ful businesses. 
Theodore Cross states that the problems of Black entrepreneurs 
are intimately associated with ghetto isolation and white attitudes which 
14 excluded Blacks from entering or marketing in the main economy. Racist 
policies barred Blacks from working in apprenticeship programs with white 
businessmen, and on the other hand, there was a lack of successful Black 
businesses. 
Educational limitations have also impeded the development of Black 
businessmen. Of the businessmen surveyed in the twelve cities, the median 
educational level completed was "high school, attended or graduated." One 
does not learn the necessary business skills—bookkeeping, accounting, 
inventory control, marketing, etc.—in high school. Education is important 
for entrepreneurship and is correlated with business success. For example 
a study of retailers in Illinois found that: "The most successful group of 
retailers mentioned college education a great deal as a factor in the successful 




Theodore L. Cross, Black Capitalism (New York: Atheneum, 1971) p. 61 
15 
Small Business Administration, Management Research Summary 151: 7-63 
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The Black businessmen surveyed had deficiencies in bookkeeping, 
accounting, etc. Most businesses (116) did not have a profit and loss 
statement nor a balance sheet. Bookkeeping is crucial to assessing the 
financial state of the business at any given time. 
Shortcomings were also found in the areas of marketing, hiring, 
and training of personnel, initiative or creativity in seeking the most 
profitable lines, and adjusting the business to new problems and oppor¬ 
tunities. The aforementioned shortcomings must be alleviated. Presently 
there are many entrepreneurial training centers to provide education to 
those who need it. 
CONCLUSION 
The business environment poses serious problems for Black businesses. 
The survey material indicated that Blacks who are as well prepared and as 
financially able as their white counterpart will have a more difficult time. 
This is due to racism and inequality of business opportunity. Further, the 
public sector has not been very responsive to the needs of Black businessmen. 
Only 27 out of 170 businessmen had received loans from the Small Business 
Administration. (The racist nature of SBA will be discussed in a later chapter) . 
It is unwise—and in opposition to the philosophical base of Black economic 
development—for Black businesses to depend on government programs to 
solve their financial or technical problems. On the other hand Black business¬ 
men can assume the responsiblity of acquiring the business education which 
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will aid them in successful community business ventures. Educational insti¬ 
tutions are offering adequate business education which could be tapped. 
However, federal programs designed to assist in training Black businessmen 
should be carefully evaluated to ascertain what benefits will result for the total 
Black community, if any. 
It is particularly unwise to depend onthe federal government during 
President Nixon's administration. His pernicious philosophy is: "ask not what 
government can do for you but what you can do for yourself. " It is suspected 
that amny of the federal government programs to benefit minority entrepreneurs 
will be terminated. In light of this and the fact that such programs are not 
designed to reorganize the ghetto economic structure, the Black community 
must begin solving its own problem. 
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V. LOAN INSTITUTIONS AND RACIST PRACTICES 
TOWARD BLACKS 
Loan institutions have policies which systematically exclude Blacks. 
Banks loan companies, and insurance companies have traditionally acted in 
such a manner as to exclude Blacks. These institutions have issued loans on 
the basis of character and past credit references. The criteria in both 
cases is established and predetermined by whites. Blacks of the ghetto 
with no credit reference and regardless of their future ability to repay a loan, 
will almost never win the bank's confidence. Ghetto Blacks' requests for loans 
1 
are more often rejected than accepted. Consequently Blacks are often forced 
to resort to loan companies and loan sharks. 
Here is an instance of a bank's racism: A Black man who owned a 
successful debris collection company applied at the bank for a loan. His speech 
was unpolished and he had on his dirty work overalls. His loan application 
was rejected. The brother then asked if he could withdraw his $30,000 
savings deposit. The teller then called the bank Vice President. He quickly 
2 
came down and approved the loan. The writer would suspect that this man's 
rejection was based on skin color with additional factors of poor speech and 
appearance. The writer also feels this was an act of racism. 
Ipeter F. McNeish. "Where Does the Money Come From?." in Black 
Economic Development, ed. by William F. Haddad and G. Douglas Pugh 
ENew Jersey: Prentice-Hall, Inc. 1969) p. 87. 
2 
Ruth Ruthenburg, Aspects of Black Entrepreneurship, Master's thesis 
submitted to the University of Pennsylvania, (Wharton School of Business, 1970) . 
33 
Bankers traditionally have had the attitude that Blacks are not to 
handle money. White people in general have the attitude that Blacks are not 
to handle money! This dates back to slavery when Blacks were disallowed 
the opportunity to handle money. Charles H. Wesley in his historical study, 
Negro Labor In the United States, states that Blacks were not permitted to 
3 
handle money and learn to manage it. Here is an instance of the behavior 
which stems from a racist attitude. My mother came into the "fortune" of $1,000. 
She went to the bank to deposit the sum of money consisting of various types 
of bills. The teller called upstairs to make an official aware of the transaction. 
Then a call was made to determine if the money was counterfeit. It was very 
difficult for the white banker to associate this amount of money in the hands of 
a Black woman. It is very difficult for bankers to associate money—whether 
borrowed or savings—with Blacks. 
Consequently, due to Blacks inability to secure money from banks, etc. 
the loan shark comes into play. Theodore Cross in the book Black Capitalism 
pinpoints the usurious interest rates of 50 - 250 percent which is applied by 
4 
the loan shark to the ghetto shopkeeper. The rates applied to the white business¬ 
man are "near prime" at 7 to 10. Here is another instance of exploitation directed 
at Black people. The excuse given for discrepancies in treatment is the high 
risk involved. Such high risks cited are: high promotional costs, 50 percent 
3 
Charles H. Wesley Negro Labor In The United States, (Vanguard 
Press, Inc.: New York, 1927), p. 89. 
4 
Theodore Cross Black Capitalism (Atheneum: New York, 1969), p. 164. 
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of the personal loans are for $600 or less and the bank loses money, income 
5 
from such loans is low, etc. However such discrepancy represents a color 
tax! 
Similarly as loans are necessary to the Black business, so is insurance. 
Insurance coverage is not the easiest thing for Black businesses to secure. 
In the late 19th century, the American insurance industry would not insure 
Blacks becuase it was deemed too risky due to Blacks short life expectancy. 
Here is the "blame the victim" behavior. Was this not racist? Was it not 
economical in an exploitive capitalist venture? If insurance was provided, a 
double set of mortality standards was used for white and Blacks. Similarly a 
double set of standards was used for business coverage. The reality of the 
situation is that insurance coverage protects all of the business property— 
the physical plant, inventory, etc. "It was not until the turn of the century 
that non-whites were able to buy coverage from national. . .insurance 
6 
companies. Presently some ghetto areas are disallowed insurance coverage 
and when provided business insurance, the rates are higher than in non-ghetto 
7 
areas. These are clear cut examples of racist behavior. 
5Ibid., p. 54. 
6 
Lawrence Johnson and Wendell Smith, "Black Managers", in Black 
Economic Development, ed. by William F. G. Douglass, Haddad and Pugh 
Englewood Cliffs, New Jersey: Prentice-Hall Inc., 1969), p. 112. 
7 
William K. Tabb, The Political Economy of the Black Ghetto (New 
York: W. W. Norton and Company, Inc., 1970) , p. 44. 
35 
A plan has carefully been contrived by loan institutions which keep 
Blacks disadvantaged. The ghetto has a great inability to attract credit from 
loan institutions yet there is a continuous flow of ghetto money going into the 
white community. The lack of personal capital and the outflow of existing per¬ 
sonal capital and the inability to borrow due to no fault of the Black man is an 
impediment to Black economic development. 
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VI. GOVERNMENT SPONSORED PROGRAMS 
FOR BLACK BUSINESS DEVELOPMENT 
Small Business Administration - The Unconcerned Guarantor 
The Small Business Administration was formed in 1953 as an independent 
agency of the federal government. Its purpose was to make loans available to 
aid small businessmen. SBA has been characterized by bureaucratic ills, 
inappropriate behavior on the part of individuals, and its operations have been 
ineffective and certainly do not meet the needs of Black people. The agency 
has often been insensitive to the needs of Blacks when having knowledge of these 
needs. From the material presented below, one can conclude that SBA specifically 
through its regional offices is discriminatory. The regional directors have far 
too much power and often times reflect racism. 
SBA's Loan Record to 
Black People Before 1968 
From 1953 to 1968, SBA created a track record of not making loans to 
Black businesses. A study of the operations of the Philadelphia SBA over a 
ten-year period showed that out of 432 loans made through the fall of 1964, only 
seven had been to Black businessmen. * The 1967 senate hearings revealed 
the following: 
SBA was plagued with bureaucratic red tape and administrative 
delays. It adopted unduly restrictive and conservative lending 
policies. It was basically reluctant to make loans to businesses 
in poverty areas. 2 
^William K. Tabb, The Political Economy of the Ghetto. (New York, 
W. W. Norton and Company, Inc., 1970) , p. 46. 
^Columbia University Law School, Problems In Economic Development 
In Law, Part II. (Columbia University Press: New York, 1970), p. 78. 
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A former director of the New York City SBA office gave this most 
appropriate summation of the agency before the senate sub-committee: 
11. . .1 must affirm that clearly the SBA's methods are not tuned to the needs 
3 
of the ghetto." The following policies automatically excluded Black business¬ 
men whom it should have been helping: (a) the loan could be made only when 
there was a reasonable assurance of repayment, (b) loans were not to be made 
to provide start-up financing for a small grocery, beauty parlor, carry-out 
food shops, and other businesses of the type traditionally operated by members 
of the disadvantaged. ^ Only one route (alternative) was provided. . . "unless 
there is a clear indication that such a business will fill an economic void in 
the community. " Of course this route was rarely used ! 
Such policies exclude small Black businessmen from securing loans. 
Policy (a) is restrictive in the same manner as the bank. Policy (b) denies 
the only chance that many ghetto businesses have of getting started. Such 
policies evidence the ill-perception of and insensitivity to Blacks' business 
needs. 
During this writer's research, it was found that certain decisions 
were made and certain SBA programs were designed with the specific purpose 
of exploiting Blacks and perpetuating the interests of white capitalists. An 
example is the fact that OMBE officials have admitted behind closed doors that 
^Cross, Theodore. Black Capitalism. (Atheneum: New York, 1969), 
p. 98. 
%.S. Department of Commerce Publication, 1969. "SBA Loans." 
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the motivation behind several proposed Minority Enterprise Small Business 
Investment Corporations (MESBIC) is for white manufacturers to set up 
minority sub-contractors who could be sub-contracted work at non-union wages 
under the umbrella of a government program and with its sanction.® »in these 
cases, the highly touted leverage of the MESBIC's, therefore become a device 
not so much to be used by the Black community, but by the white capitalists 
to further their own market designs."® 
One must also look at the SBA loan officers. Some are racists and it 
is these individuals acting collectively who form racist institutional structures. 
A former SBA loan officer interviewed stated: 
Insensitivity was the main reason for SBA's ineffectiveness to 
minority people. Historically, SBA has been a failure to Blacks 
Only in the most recent three years have they begun to 
answer to Blacks. I sat beside one loan program officer who 
would always turn down Blacks and Jews. He would find 
underlying reasons to pick their business packages apart.^ 
Unfortunately, the power to deny a loan to one man and to approve a loan to 
another lies, in most instances, with the individual loan officer or bureaucrat 
whose interests may not be with the applicant. Racial biases as found in the 
interview may give cause to reject the applicant. A Black man, an assistant 
^Arthur Blanstein and Geoffrey Faux, "Black Capitalism - The Star 
Spangled Hustle," Masters In Business Administration Magazine, January, 
1973, p. 12. 
6Ibid., p. 12. 
^Ex-SBA Loan Officer in interview with the writer on November 27, 
1972, Philadelphia, Pa. 
39 
director of an economic development corporation, stated that during the 
corporation's operation of three years, SBA has approved only four loan 
packages out of the one hundred-fifty packages submitted. In addition, the 
four approved loans were not for the requested amount. The writer asked 
the interviewee what seemed to be the problem. The interviewee stated that 
the director of the Huntsville, Alabama SBA is racist and hard to deal with. 
This SBA director contends that Blacks always fail in business. ® The admini¬ 
stering bureaucracies of SBA are built upon an assumption of arbitrary power. 
These questions should be raised: Why do SBA regional directors have so 
much dangerous power? Does the national SBA office compel them to enforce 
established rules and regulations? 
"SBA Improvements" - As of July 1968 
Supposedly, as of July 1968, SBA was to have witnessed some improve¬ 
ments under the administration of Howard Samuels. He was assigned to greatly 
increase the number of loans to minority businesses. New lending principles 
were enacted to consider the higher risks and lack of capital in the minority 
community. Project Own, a national campaign to get banks to provide loans 
and financial management assistance to minority businesses was begun. In 
this program, SBA would provide a guaranty up to 90% of the loan. However, 
there was reluctance on the part of banks to participate. Only 200 banks 
O 
Confidential interview with Associate Director of an economic 
development corporation. Interview held at Tennessee State University 
Minority Business Seminar, Nashville, Tennessee; November 17, 1972. 
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out of 14,000 participated. Between August and December 1968, loans to 
minority people had leaped to $100 million. The figure was $30 million in 
fiscal year 1968. However this dollar value is insignificant when one considers 
that this amount was only five percent of the total value of loans made. 
Even though this program was so-called liberal, many regional 
offices did not do their utmost to make the program a success. In fact they were 
not cooperative. Also Project Own was undercapitalized. Presently SBA is 
still increasing its number of loans to Blacks and as the loans increase, loss 
and default rates also increase. The following statistics show what happened 
when the number of loans were increased to minorities over a three year period: 
In fiscal 1966 the loss rate was 3.6 percent. The next year it was 8.9 percent, 
and in fiscal 1968 the loss rate was nearly 12 per cent of loan disbursement. "% 
SBA Individualistic Approach 
To Black Business Development - 
Undesirable 
The individualist approach to Black business development is unde¬ 
sirable. Individual ownership of Black businsses does not in any way facili¬ 
tate the reorganization of the ghetto economic structure. Instead such an 
approach to Black business development serves to divide and conquer the Black 
community by placing Blacks in cooperation with white interests and perpetuating 
them. Such cooperation perpetuates continuous control of the ghetto economy 
by whites through a native class (black individual businessmen) who act 
^William K. Tabb. The Political Economy of the Black Ghetto (New 
York: W. W. Norton and Company, Inc., 1970), p. 47. 
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as agents for whites. The SBA structure allows exploitation and control 
of Black businessmen. It is a racist institution. 
Office of Minority Business Enterprise - 
The Office of Minority Business Enterprise was created March 3, 1969, 
by executive order. It's purpose was to provide potential minority businessmen 
with the capital, management expertise, and the business opportunities which 
would allow minorities to gain a foothold in the economic structure. There are 
many weaknesses in this purpose and it is really a farce. First, it is assumed 
that the problems of Blacks do not stem from the economic environment and 
its structure. The fault is really placed on the individual. Second, the "blame 
the victim" and "we have to do something (save) for those 'poor' minority 
people" mentality exists. Third, all programs are directed to the individual 
businessman and not to the development of community businesses. Fourth, 
the racism which exists and the monopolistic nature of capitalism does not 
allow Blacks access to the same economic factors which historically have 
meant success to white people. Further, corporate capitalism has meant the 
greatest amount of economic success to white people. OMBE is ill-equipped to 
help Blacks make an entry into big businesses. Blacks have been provided 
franchising opportunities and the same small business opportunities as in the 
past. One cannot view franchising significantly because under such an arrange¬ 
ment Blacks are subordinated by whites who have an easy and safe way to 
enter the ghetto market. Further small retail businesses are on the decline 
and certainly franchises fit that description! ! 
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Community Help as Opposed to 
Individual Help 
OMBE funds Local Business Development Organizations (BDO's) to assist 
individuals in developing plans and creating business packages. Potential 
Black individuals are identified, contacted and counseled. Information and 
data are provided; assistance is given to help prepare business plans, loan 
applications and feasibility studies. These aforementioned steps are necessary 
to launch a business venture but in relation to our philosophical base for Black 
community development, they must be viewed negatively. Such a program 
should direct itself to Black community business needs. 
A Word of Caution to Blacks - 
Re: SBA and OMBE Grants 
A word of caution must be given to Black social workers and economic 
developers. If one accepts federal grants, SBA and OMBE, etc., he must not 
make the mistake of becoming totally dependent upon them. In essence, this 
means plans must be developed to generate capital to sustain the cause when 
the grant is terminated. However, it is found that there are Blacks who are 
caught in "the federal grant syndrome" (securing every piece of federal money 
they can get) and never raising their own money. 
Grant money should be used as seed money to begin generating one's 
own money from profit making ventures suitable to community needs whenever 
possible. The dangers of dependency on the government are: the rules and 
regulations, and the purpose for which the money can be used is established 
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by the government - not by those truly interested in Black economic develop¬ 
ment; the funds are subject to be cut; the original objectives and goals are 
subject to be dispensed with for those of the government program; the decision 
making power is not vested in the community people but is in the hands of 
individual bureaucrats; the philosophical position of federally funded economic 
development programs. 
In conclusion, this statement is appropriate: 11.. .federal grant pro¬ 
grams appear extremely haphazard and often sinister." 
^Gerson Green and Geoffrey Faux, "The Social Utility of Black Enter¬ 
prise" in Black Economic Development, ed. by William F. Haddad and G. 
Douglas Pugh, (New Jersey: Prentice Hall, Inc., 1969), p. 32. 
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VII. PRIVATE SECTOR SPONSORED PROGRAMS 
GEARED TO BLACK ECONOMIC DEVELOPMENT 
The riots of the 1960s made an impact on corporate America. Prior 
to the 1960s corporate America had neglected the Black masses in making 
jobs available. The Civil Rights movement had not helped the masses of 
Blacks either. It only made life better for a token number of Blacks. In 
a word, those token Blacks with educational skills could move into positions 
which previously had been denied them because of their skin color. 
However, the ghetto Black usually had an additional barrier besides 
his blackness. He was not prepared with the educational skills which would 
qualify him for a job. Those few who had such qualifications were blatantly 
discriminated against. So one sees that the Black masses were disgruntled. 
The riots dramatized the bottled up frustrations of a powerless and colonized 
people. The riots indicated to white America that Blacks' problems were to 
a large extent economic. Blacks would no longer tolerate economic depri¬ 
vation. They would share in the economic power of America or destroy some 
of America. The riots which wrecked 80 major cities netted many losses. 
For example in Detroit during the 1967 riot, two billion dollars 
were lost in the form of lost revenues and wages and the destruction of 
property. * 
■*-Theodore Cross Black Capitalism, (New York: Atheneum, 
1971), p. 113. 
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Generally, the rioting meant the loss of huge sums of money to white business¬ 
mens Some corporatists initiated programs under the pretense of helping 
Black people but in actuality the businesses were helping themselves. Here 
is an excerpt from a report of a group of corporation executives who were 
meeting at the Columbia University School of Business: 
Business cannot tolerate such disturbances. Business 
could be brought to a virtual standstill in such an 
atmosphere, as indeed it has in many parts of the world. . . 
the political realities are such that restrictions, legislation, 
and the direction of business could bring an end to 
what we call free enterprise.2 
Many corporate enterprises initiated training programs after the riots as 
a way to pacify Blacks. The enterprises have nothing to lose because the 
federal government picks up most of the fees - cost for transportation 
services, health care, and special counseling.3 
The urban uprisings also indicated to America's corporate leaders 
that the "race problem" or "race relations" was no longer in the control 
of white hands. This posed a potential threat to the continued existence 
of the present society. McGeorge Bundy of the Ford Foundation addressed 
himself to this issue at National Urban League's annual banquet in 
^Robin Morris, "Business Economics and Society," in The Political 
Economy of the Black Ghetto, William K. Tabb (New York: W. W. Norton 
and Company, 1970) , p. 49. 
^Robert Allen, Black Awakening in Capitalist America (New York: 
Doubleday and Company, Inc., 1969) , p. 236. 
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Philadelphia in 1966. "Full equality for all American Negroes," said 
Bundy, "is now the most urgent domestic concern of this country. We 
believe that the Ford Foundation must play its full part in this field because 
it is dedicated by its charter to human welfare." Bundy was arrogant 
enough to outline what the Ford Foundation thought were important concerns 
for the Black movement. In addition to the familiar fields of jobs, educa¬ 
tion and housing, the Foundation felt that the areas of leadership, research, 
communication, and justice were very important. Who should define 
concerns of the Black movement? 
Robert Allen in Black Awakening In Capitalist America makes 
this analysis of corporate involvement following the riots: 
The Black rebellions injected a new sense of urgency 
into the urban crises and prompted the corporate elite 
to reassess its role in handling the problems of the 
cities. The strategy evolved by the corporatists calls 
for the establishment of a Black elite which can 
administer the ghettos. Where possible, Black workers 
will be reintegrated into the economy. Those Blacks 
who can't be absorbed into the work force may be 
pensioned off on some type of income maintenance 
program. From the coproate viewpoint, this strategy 
is more efficient, less costly, and more profitable than 
either traditional welfare stateism or massive repression. 
With the federal government (i.e. taxpayers footing the 
bill, the Corporations have all to gain and little to lose. 
From the information found during the writer's research and the 
facts just presented, many of the corporate programs were initiated not 
in the interest of Blacks but to safeguard the corporation. A new mechanism 
was designed to further subordinate Blacks. Following is an overview of 
some of the private sector sponsored programs: 
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BANKS 
Banks are imminently threatened by the rioting ghetto. The large 
banks are locked into the central city. So are some branches of the banks. 
The aforementioned factor spurred action by some banks. The writer talked 
to a second vice president of the famous Continental Bank of Chicago to 
find out what influence the riots had on his institution. It was found that 
one million dollars ($1,000,000) was invested for community improvements 
of the Chicago ghetto. Continental invested $65,000 in a minority Enter¬ 
prise Small Business Investment Corporation (MESBIC) . Innumerable 
contributions were made and are still being made to the Urban League, 
NAACP, Urban Coalition and other Black organizations. The actions of 
Continental is but one example of Bank's efforts. 
The Citizens and Southern Bank of Atlanta found a subsidiary 
investment corporation which makes high risk loans and investment 
capital to minority owned small business concerns. Security First 
National City Bank of New York offered a broad range of programs pur¬ 
portedly designed to promote economic independence in the ghettos of 
New York. This bank backed a store-front academy in Harlem and sponsored 
JOIN (Job Orientation In Neighborhoods) . JOIN put dropouts into special 
training programs and placed them in bank positions with only their super¬ 
visors aware of their status. 
CORPORATIONS 
General Electric Company 
This company initiated economic development assistance programs, 
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programs for hiring and training of the hard core unemployed, programs 
supportive of education for Blacks, and programs to improve housing of 
the Black and minority community. GE made Progress Aerospace Enter¬ 
prise, the first Black owned aerospace company a reality by providing 
PAE with ongoing technical and management assistance. Then it awarded 
the Philadelphia company $2.5 million worth of sub-contracts. 
General Motors Corporation 
The hard core unemployed have been given special attention. 
GM elected not to accept government offered training subsidies. From 
April to November 30, 1968, twenty-one thousand seven hundred (21,700) 
unemployables had been hired. 
Mobil Oil Company 
Recruiting efforts for Blacks have been stepped up. Service 
station dealerships for Blacks have also been opened. 
American Telephone and Telegraph 
AT and T and the Bell subsidiary, Western Electric, have been 
active in varied proverty programs located in urban areas. 
Xerox Corporation 
Black employees are being sought. Xerox also committed itself 
to $500,000 worth of purchases to a new Black-owned manufacturing com¬ 
pany. Xerox is said to have one of the most progressive programs on the 
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social action front. 
The aforementioned programs are only a few that have been 
implemented by the private sector. These programs are Black capitalist 
in that they are concerned with improving the plight of a few individuals 
and not reorganizing the structure of the ghetto economy. These programs 
are not designed to meet the problem of training and finding jobs for a 
large surplus of Black labor at very high wage levels. In light of the present 
ghetto economic structure, these small investments in the ghetto do not 
lead to the development of the ghetto economy. The outside owners of 
these ghetto resources are made richer. For example, Mobil Oil Company 
who is opening service station dealerships in the Black community will be 
receiving the largest amount of capital and not the Black franchisor. 
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VIII. SOME EXISTING BLACK ECONOMIC DEVELOPMENT PLANS 
This section will describe some existing economic development 
programs. All of these programs operate within the framework of Community 
Development Corporations. These CDCs1 will be analyzed in an attempt 
to show problems and successes and to point out strengths and weaknesses 
of the programs relative to our philosophical base for Black economic 
development. 
PROGRESS ENTERPRISES, INC. - PHILADELPHIA 
Progress Enterprises were found by the Reverend Leon Sullivan. 
The programs operating are training Blacks for jobs, training Black 
entrepreneurs, providing housing, jobs, and educational opportunities in 
the Black community. Progress Enterprises is a viable comprehensive 
economic development program. Its programs are made possible by the 
10-36 plan which provides seed money for investment. The Zion Invest¬ 
ment Associates, a profit making concern, and the Zion Non-Profit 
Charitable Trust, non-profit making, comprise the 10-36 plan. An 
individual contributes $10 a month for 36 months. Sixteen payments go the the 
non-profit Trust to be used for social services, health, education, and other 
community needs. Twenty payments are used to purchase shares in the Zion 
Investment Associates. This program was founded in the Zion Baptist 
Church which Reverend Sullivan pastors. The program has now been opened 
to the Philadelphia community and to others who would like to participate. 
51 
In 1964 in answer to the shortage of housing for Blacks in 
Philadelphia, a $75,000 apartment building was purchased. A year later 
ground was broken for a million dollar garden apartment complex which 
was fully occupied a year later. In 1967, ground was broken on a four 
acre sight where the $2 million Progress Plaza Shopping Center would 
be located. The shoppping center has 16 stores and 10 are Black owned. In 
1968, the first Black owned aerospace enterprise was opened and so was 
Progress Garment Manufacturing Company. General Electric provided the 
necessary technical and managerial assitance, training and consultations to 
get Progress Aerospace started. It is important to note here that Progress 
Aerospace Enterprise only used GE to fulfill PAE's aims. PAE is independent 
and is receiving service contracts from Boeing, Philco-Ford, Westinghouse 
and General Electric. However, some of the ventures are presently having 
financial difficulties. One notices that all ventures sprang up within a four 
year period (1964-1968) . Was there real planning of these ventures according 
to needs indentified by the Black community? Were there goals and objectives— 
both short and long term? 
The Zion Non-Profit Charitable Trust was doing its share of attracting 
private funding for programs appropriate to the direction the program was 
taking. The Ford Foundation awarded the Trust $400,000 to build an entre- 
preneural Development Training Center on the site of Progress Plaza Shopping 
Center. 
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Later, this same foundation awarded a grant which made possible 
a national economic development center which was to train economic 
developers for cities all over the country. The writer has been told that the 
economic developers who were trained and sent to various cities to actually 
design and implement appropriate economic development plans encountered 
a common obstacle. There never were sufficient funds to actually cover 
the period of time and cost necessary to develop plans and implement them. 
Was such a goal practical? It seems that Progress Enterprise tried to do 
everything in a day. They were spreading themselves too thin! Thus 
Progress Enterprises became vulnerable to failure. Why depend on the 
Ford Foundation to such a great extent when there was an investment formula 
(10-36) which could have financed some of the training ventures if properly 
utilized? All of the above issues were raised to remind the reader of 
problems and obstacles which exist when one is totally dependent on founda¬ 
tion money. 
The comprehensive nature of Progress Enterprises economic develop¬ 
ment has been viewed. Both weaknesses and strengths have been shown. 
The 10-36 plan is very good and $10 per month may be in the reach of investors. 
Similar formulas could make Black economic development a possibility in every 
community. There are some American economists who pretend Blacks will 
never be able to develop economically. The argument is that Blacks are 
characterized by low incomes. The latter statement is correct but it does not 
give reason for the conclusion. 
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The writer feels the conclusion is illogical. Again, it is reminded 
that Blacks contribute $30 billion each year to the economy. Most of this 
goes to the white community. Secondly, all of this money is not spent for 
necessities. A great deal of it is spent conspicuously and for luxuries. 
Blacks can sacrifice some luxuries and invest in economic development plans. 
However, an educational process may be the means to the aforementioned 
end. Third, some of the successes stemming from the 10-36 plan visibly con¬ 
tradict the American economists. 
It is suspected that the incomes of most of the 6,000 investors in the 
10-36 plan are not extremly high. The size of income may not be the key 
factor. One probably should give attention to the development of a practi¬ 
cal plan. Fourth, a defeatist attitude insures defeatism. Often a conclusion 
is made when no efforts have been made to prove its invalidity. 
It is hopeful that programs similar to the 10-36 plan will be 
developed for Black communities across the country. However, those weak¬ 
nesses identified in "10-36" will have to be prevented in future programs. 
OPPORTUNTIES INDUSTRIALIZATION 
CENTER (O. I. C.) 
The Opportuntieis Industrialization Center is discussed under the 
Progress movement because Reverend Sullivan attributes the basis for and 
successes of the aforementioned programs to OIC. OICs are located in 
130 cities across the United States. OICs help equip Blacks and other minorities 
with the education and skills required for various jobs in industry and other 
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occupations. However, it may be wise for OIC to take a serious look at its 
training program in light of the rapid and continuous technological changes 
in industry. Blacks may be training for "dead-end" jobs (See Who Needs The 
Negro by Sidney Wilhelm) . 
OIC has been successful in obtaining significant amounts of money 
from the Department of Labor for its manpower training programs. One of 
the program's strongest selling points to the industry and government is the 
fact that as of 1969, the cost for training and individual in federally sponsored 
manpower training programs was $3,600 per trainee as compared with OIC's 
cost of approximately $1000. OIC also employs 3,000 persons over the nation 
on a full time or part time basis. 
OIC is also an acceptable program to America because it adds 
tremendously to her economy. In 1968 in Philadelphia, OIC placed over 
six thousand people in jobs and added $8 million to the economy. White 
America viewed this as having saved a million dollars in relief. In addition 
America benefitted tremendously from consumption by these persons. Indeed, 
America like to perpetuate her economy ! ! 
United Durham, Inc. (UDI) 
United Durham, Inc., a community development corporation, was 
founded on the belief that a for-profit business operation can be owned and 
■'•Leon Sullivan, Build Brother Build (Philadelphia: Macrae Smith 
Company, 1969), p. 124. 
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operated by low-income people for the benefit of the entire community. The 
UDI program was opened to all races of low-income people though the majority 
of its participants are Black. UDI is significant because it was initiated by 
low-income people who expressed their own needs. In 1968, a community 
wide group of low-income people held meetings with interested business and 
professional people to talk about the economic needs of Durham's low-income 
community. 
The policies and procedures of UDI are made by its board of directors 
comprised mostly of representatives of poor people who have a two-third voting 
majority. Ventures which UDI engage in are decided on by the community. 
The ventures have to meet the following criteria: 
- provide a serivce or product needed by poor people. 
- recruit, train and hire low-income people when possible. 
- operate so that consumers will be treated fairly. 
- control and ownership maintained by the low-income Black people 
of Durham. (This is a particularly good criterion which prevents co-optation 
of UDI by the white community. UDI was the brainchild of Blacks but its 
programs were open to low-income people of all races who could become 
powerful and take control. This stipulation that Blacks maintain control is 
a safeguard against any other group seizing control) . 
- return a portion of profits to the low-income community.^ 
^Criteria taken from a pamphlet published by UDI in 1969. 
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For this purpose, a non-profit organization, the Durham Oppor¬ 
tunities Foundation, Inc., was created. The profits of the foundation can 
be used for any charitable projects the community chooses, i.e., educa- 
tonal scholarships, early childhood education centers, or any charitable 
projects chosen by the community. 
In April 1969, a $900,000. Special Impact Program grant from OEO 
was announced. UDI would use the money for venture capital. The community 
people decided first to build a supermarket. Three very positive features 
characterized the supermarket venture. First, good food would be pro¬ 
vided at reasonable prices. Secondly, jobs would be given to low skilled 
community people. Thirdly, a special discount would be offered to Class 
A shareholders on food prices. The immediate visible discount proved to 
be a major selling point to community people. Everyone likes to get the 
most for their money. Fourthly, the sale of shares allowed all community 
people to have ownership in the supermarket. Class B shareholders, 
non-poor people, receive no discounts on food prices but have the first 
chance to declare dividends. The UDI supemarket plan is exceptional because 
it offers something for everyone; yet control is maintained by the Black low- 
income community. 
The next UDI project was a modular house building plant. Homes 
are presently being built within the price range of families with limited 
incomes. 
The UDI program has some of the characteristics of humanism and 
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anti-capitalism. Ownership and control is in the hands of a total community. 
The profits benefit the entire community. Profits when made are to be 
funneled back into the Black community as social capital. Thus, the quality 
of the community should be improved and a means of producing more wealth 
for the community is also provided. 
East Central Committee For Opportunities (ECCO) 
This community development corporation was formed in 1969 with the 
purpose of improving the conditions of Blacks in Hancock County Georgia. 
Blacks who comprise 75 percent of the population have incomes of less than 
$3,000 per year.^ The major project of ECCO is a catfish farm, which is 
expected to harvest some $250,000 worth of catfish annually. The 350 
acre fish farm, thought to be the largest inland commercial fishery in the 
world, is complemented by a $125,000 cement plant and a $90,000 concrete 
block factory. All is owned by a cooperative of poor county residents. It is 
expected that $250,000 will be made yearly by the poor Black farmers. Pro¬ 
posed plans are to set up a processing and freezing plant on the grounds. 
Housing of developments are also proposed. 
The ECCO is functioning relatively well. A great deal of the success 
of ECCO may be attributed to Blacks' control of the Hancock County political 
structure. ECCO is different from the other two community development 
corporations in that it combines both political and economic power to affect 
O 
°"Community Development Corporations, " Black Enterprise Magazine, 
(July, 1972) , p. 23. 
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Black economic development. A highly sophisticated political machine took 
two of the three County Commissioner offices, three of the five seats on the 
Board of Education, the positions of Probate Judge and Clerk of the Superior 
Court. Blacks then appointed a Black warden for the county prison and two 
Black sheriff's deputies. 
So one sees that Blacks in Hancock County Georgia have control of 
the decision making process (the political process) . Historically, it 
seems that the polticial power structure has maintained or determined the 
economic power structure. If the white racists of Hancock County Georgia 
had been in control of the poltical process, this writer feels that EEEO 
would not exist. 
In conclusion, the writer wishes to leave the reader with the 
following thought: 
First and foremost, Blacks must recognize that the survival 
of Black people depends upon a sophisticated combination 
of political and economic action. This means strengthening 
the three supporting legs of a potentially successful 
strategy which includes Black businessmen, Black politicians, 
and the Black community. The strategy involves a coopera¬ 
tive effort on both the local and national levels. 4 
4"Black Economists Plan A National Strategy," Black Business Digest 
Magazine, (April, 1972), p. 10. 
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IX. SUGGESTED PLANS AND PROPOSALS FOR 
BLACK BUSINESS AND BLACK COMMUNITY DEVELOPMENT 
BLACK BUSINESS DEVELOPMENT 
Introduction: 
The basic factors which account for business failures in the Black 
community are as follows: Black entrepreneurs lack sufficient equity capi¬ 
tal, and hence the businesses they operate are, in most cases, undercapi¬ 
talized. Therefore, financial institutions are extremely reluctant to provide 
loanable funds and use the high risk factor as an excuse. Secondly, the 
majority of Black businesses tend to fall in the categories of trade and 
services which are already saturated with white competition who are larger 
and very heavily capitalized. Because Blacks have to depend chiefly on 
white manufacturers to supply the products necessary to their small busi¬ 
nesses, there is a continuous outflow of capital from the ghetto. Conse¬ 
quently, due to the aforementioned factor and the nature of Black busi¬ 
nesses, the total receipts are small. Thirdly, in spite of the fact that a 
majority of Black businessmen possess the necessary business acumen, 
they lack ongoing management and technical assistance. Other problems 
are attributed to the fact that Black businesses have limited markets. 
The racist buying practices of whites do not allow an extended market. 
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Closely related to the limited market is the fact that services offered by Black 
businesses are not diverse enough to meet the total needs of the Black or white 
community. 
Plans and programs will be geared to the specific issues raised in 
the introduction. The provision of meaningful solutions to these aforementioned 
problems will require concerted actions and resources from both the public 
and private sector: 
Public Sector 
There are some government programs purportedly existing to assist 
in Black business development. However, these programs need to be re¬ 
structured to address themselves to Black community business development 
rather than to individual business development. 
I propose the following: 
- Federal programs should make special efforts whereby the purpose 
for and provision of loanable funds is to invest in Black community business 
ventures. 
- SBA direct and guaranteed loans should be spread over a longer 
period of time and the required level of equity capital should be low enough 
to allow the Black community business to apply a greater portion of their funds 
to operating expenses. The writer would like to see SBA own 75 percent of 
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of equity in the businesses thereby making it easier for these community 
businesses to raise a greater portion of the remaining 25 percent through 
bank financing, sale of stocks, and the application of personal or family 
savings, etc. 
- The Federal government should deposit funds in a consortium of 
Black owned banks with the purpose of providing low interest rate loans 
to the Community Business Development Board or whatever structure it 
may be, etc. The advantage is two-fold. First, Black owned banks will be 
able to increase the size of loanable funds and thereby expand the flow of 
money and business in the ghetto. Second, it will be easier for the Black 
community (be it representatives) to borrow money for new and existing 
businesses. 
- Banks located in the ghetto should form special purpose bank 
pools to increase the credit flow and capital flow in that community. The 
participating banks should agree to share risks for whatever capital is 
needed. 
Private Sector: 
The Black Community - Major Black community organizations should 
pool together their resources in an attempt to create Local Development Cor¬ 
porations (LDC) and Community Development Corporations (CDC) which are 
profit making. These two structures could serve as a social, political and 
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and economic tool for the Black community. The community boards should be 
responsible for social welfare as well as economic development. Through the 
LDC and CDC community industries could be created. The CDC would form 
a community monopoly by controlling the operations and developing all busi¬ 
nesses located in the ghetto area. Jobs would be provided and various type 
of business ownership would be provided for the community. Capital and 
labor would be organized with the goal of raising the per capita real income 
of Black ghetto residents. 
The CDC could be financed from the sale of stock to community people 
or by a specific formulated investment plan. The CDC might also form a 
MESBIC (Minority Small Business Investment Corporation) . The MESBIC 
should operate in this manner: the community people should raise $150,000 
and the federal government should match each dollar with $2.00 resulting 
in an investment capital of $350,000. The CDC would then use this money 
or other money to invest in community profit making business ventures on 
which further growth could take place. It is preferred that the Black com¬ 
munity raise its own initial investment money and use the MESBIC only as a 
last resort. Following is a diagram of the proposed structure: 
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- The Black community should purchase those white owned businesses 
located in the ghetto provided they complement the economic development plan. 
Such businesses would be super markets, oil companies and service stations, 
and theater chains, etc. 
- The Black institutions of higher education should establish schools 
of business and design business courses which will equip the students with 
tools and skills necessary to ghetto economic development. 
- A course in economic development should be incorporated in the 
education curriculum at the elementary level. An orientational campaign should 
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also begin at the high school level to encourage Black students to pursue busi¬ 
ness careers. 
- Existing successful Black businesses should begin apprenticeship 
programs to train potential Black community businessmen in management and 
technical skills. 
Community Organization and Black Economic Development 
Community organization is very essential to Black economic develop¬ 
ment. The cohesive community is the base from which Black economic develop¬ 
ment must evolve. Community organization creates the vehicle in the form of 
neighborhood councils or organizations necessary for successful economic 
development. When a community is organized there are special interest 
groups and power groups who represent the rights of the poor. Such groups 
should assist in arriving at an analysis of what type of ventures are needed 
in the Black community. These same groups have leverage and should then 
mobilize the remaining community people once the business venture is on the 
way. An example of mobilization would be the commitment from each person in 
the community to buy all of his goods and services from a proposed store. 
Therefore, the Black community business would be insured a captured 
market. 
When one speaks of Black economic development, the community should 
be the owner of all ventures. It is impossible to structure ownership and 
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of ventures befitting the community when it is unorganized. Community 
organization should insure that profits are invested in the form of social 
capital which should represent community needs. 
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X. CONCLUSION, IMPLICATIONS, RECOMMENDATIONS 
Racism very natural to the American economic system has created 
and nourished the conditions in which Black businesses are found. Thus, 
an appropriate analogy is to view racism as the problem which has created 
the conditions of Black businessmen and the degenerate economic conditions 
of the Black ghetto. Racism has created the economic relation of the ghetto 
in which there is no community control, a great number of white absentee 
owned businesses and a continuous outflow of ghetto capital. Those busi¬ 
nesses owned by Blacks are small and marginal. Thus, there is a continu¬ 
ous rape of the Black ghetto by the white economic order. The economic 
order, Capitalism, is based on exploitation of man by man and will not per¬ 
mit full equality of wealth and resources to Blacks. American capitalism 
must be viewed in the context of the slave trade and slavery to assess its 
racist nature. 
Slavery was necessary to assure the wealth for a few whites and to 
initiate and maintain the desired economic system. This was capitalism. 
Racism characterized by violence and exploitation of slave labor was a 
natural part of the economic order. Blacks were kept economically and 
politically powerless and their present history is still written in the vestiges 
of slavery. The conditions which Black businesses find themselves in, and 
the hindrances to Black economic development were indeed created and 
nourished by the forces of racism. 
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It is no fault of the Black man that he lacks capital. This can be 
attributed to unequal job opportunities, racist practices and policies of loan 
institutions, and inequities in the business world in general. The Black 
businessman also lacks technological and management skills, and lacks 
diversification. Markets of Black businesses are small. All of these factors 
can be traced to some form of discrimination. Even when Black businesses 
exert the same efforts as white businesses, there is a great disparity in the 
two results. 
An economic system run by racists was designed to provide oppor¬ 
tunity and wealth for a few whites and to economically disenfranchise Blacks. 
It is the intent of white America to maintain an internal colony - the Black 
ghetto. This racist economic system is so well developed in 1973 until it 
is impossible for Blacks to get "a piece of the pie". It is not desirable in the 
writer's opinion, to become a part of such an exploitative economic system. 
Thus, one dispenses with the idea of Black capitalism and the idea of being 
in the mainstream economy for philosophical as well as economic reasons. 
These ends are not realizable! First, Blacks have no point of entry to be¬ 
come a part of corporate capitalism. Secondly, Black capitalism with its 
emphasis on individualism is not in keeping with the ideas of Black libera¬ 
tion and Black economic development. Black liberation entails freedom 
from capitalism - an economic system which keeps Blacks in poverty. 
Black economic development entails induced capital growth in the ghetto 
which will benefit all of its people. 
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Black business and community development must be carefully 
planned and controlled by the Black community. Community institutions 
must be designed to meet the needs of Blacks. The real strengths and 
energies of the Black masses "grass roots" must be organized and tapped 
to hasten Black economic development. Marcus Garvey realized this when 
he organized the Universal Negro Improvement Association in New York. 
This first world-wide mass movement of Blacks was based on the philosophy 
of Black economic development. 
Credit, capital investment, and income distribution can be equalized 
and made possible through an appropriately designed sharing mechanism. 
Such a program of mass cooperative economic planning and sharing would 
be an instrument to attack some of the basic economic problems of Blacks. 
This is an alternative to Black's dependence upon racist loan institutions 
and federal government programs. A vicious cycle is perpetuated when 
Blacks look to and/or depend on white America to solve their economic 
problems. White America has a long and continued history of racism. This 
racism which pervades every facet of the economic, political and social 
order prevents any correct analysis or understanding of the problems of 
Blacks. Further, any correct analysis and actions by whites directed to 
totally eradicate the economic deprivations of Blacks would be in direct 
conflict with the American economic system. It is necessary for Blacks to 
determine and direct their own economic destiny. The concern is expressly 
for the development of a vigorous Black economic community, a nationwide 
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system of secure institutions developed, as far as is practicable, according 
to at least a suggestive plan. 
Implications for 
Further Study 
- There is a great need for economic developers, social workers, 
and economists to study the characteristics of and levels of living (income, 
education, savings, family size, etc.) of each Black community and then de¬ 
vise investment formulas and economic development programs accordingly. 
- An analysis is needed to determine appropriate Black economic 
development strategies for the rural and urban areas as well as for the 
North and South. 
- Analytical attention needs to be directed to devising strategies 
or inducements to make voluntary Black eonomic development plans acceptable. 
There is no sovereignty or state to make such plans mandatory at 
this time. One of the many questions to be asked is: How does the Black 
community generate and get reasonable compliance with practical and 
realistic plans that contribute to the achievement of objectives to begin 
and/or to facilitate continuous Black economic development? 
- Existing Black economic development programs should be criti¬ 
cally studied, analyzed and evaluated. The successes and failures should 
be scrutinized. Such questions as: What constitutes a success? What con¬ 
stitutes a failure? How was the success made possible? What accounted for 
or contributed to the failure? Attributing factors to these failures and/or 
successes should be isolated and analyzed relative to the formulation of new 
workable plans. 
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- A mechanism must be found or designed to develop linkages be¬ 
tween existing Black economic development programs to integrate them 
into one Black nationwide movement. 
Recommendations : 
These recommendations are based on immediate steps which can 
be taken toward the end of Black economic development. 
- Black people patronize their Black businesses 100 percent in 
order to circumvent some of the outflow of capital from the ghetto. 
- Black businesses working collectively - not individually - should 
begin restructuring their business organization. A move away from single 
proprietorships to the community corporation form of business is desirable. 
The latter form of organization will allow larger and more diverse businesses. 
The community corporation permits the sale of stock to community people and 
thereby makes it easy to raise large amounts of investment capital. Profit 
can be reinvested for community needs. Blacks may find it possible to look 
at manufacturing. Indeed, producing is important to the Black community. 
Manufacturing has the following promising aspects: 
- employment opportunities would be created for Blacks. 
- the Black community would not have an outflow of capital to the 
white community as all necessary goods and services would be provided in 
and controlled by the community. 
- oppressed areas could be developed as Black manufacturing 
companies could provide employment and training opportunities which 
would enhance community manpower. 
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- a diversification of retail enterprises will be brought about. 
- a larger economic base would be created on which further 
growth could take place. 
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Fact Sheet: Survey of Black Owned Businesses 
Oklahoma City, Oklahoma 
1. Date of Contact  
2. Name and location of business  
3. Type business 
4. Type of ownership () individual ( ) partnership ( ) corporation 
5. Owner (or owners) of business  
6. Length of time in business  
7. Number of employees () fulltime () part time 
8. Most urgent problem facing the business 
9. What was the source of venture capital: 
( ) personal savings ( ) bank ( ) SBA ( ) other, specify. 
10. Other comments 
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APPENDIX I 
In this appendix are reproduced, first, the questionnaire upon which 
the interviews with black businessmen were based and, second, the list of 
questions answered by the PAED representatives in the survey cities: 
Questionnaire 
1. Are you the owner of the business? Yes No  
Part-owner? Yes No  
(If answer is "No" in both instances, ask #2) 
2. Are you a manager of the business? Yes No  
(If answer to #2 is also "No", stop interviewing and return when 
owner or manager will be available 
3. What is the name of the firm?  
Your address  
(Do not ask #4 if the answer is obvious. Fill in the answer and go 
on) 
4. What type of enterprise is this? (e.g., grocery, beauty parlor, 
service station, insurance, real estate, etc.)  
Check one - Wholesale? Retail?  
5. What type is your organization? 




6. If not a "sole proprietorship", are the other owners 
(1) Black?  (2) White?  (3) Both?  
7. What type of business are you? 
a. Single establishment 
b. Part of a chain 
c. If part of a chain, please elaborate  
8. How old is the business?  
How long has it been at this location? - 
9. How many people are REGULARLY employed by this business? 
Of this number, how many are related to the owner? 
Of the number of regularly employed people, how many 
are black?  
10. How many of the REGULAR employees of the business are 
employed full time? Part time?  
11. Is the owner employed full time in this business? 
Yes No  
12. How many workers of each sex? Male Female  
13. How many of the employees are black and 25 years old 
or less?  
14. How many employees have left during the past 
Part time Full time 






Why did they leave? (Check ALL appropriate answers) 
A. quit C. school E. better job 
B. fired D. military service F. Other 
(specify)  
How many employees did you have? 
one year ago?  
two years ago?  
three years ago?  
Do you have any difficulty in hiring workers you want? 
Yes No  
If yes, why? (check all appropriate answers) 
 Wage is too low 
 Other benefits are too low 
 People do not believe the job will be secure enough 
 People do not want to come to this area to work 
 Other reasons (specify ( 
What proportion of your employees do you consider satisfactory? 
18. In the way of total funds involved (yours as well as borrowed 
funds) , how much was originally invested in the business? 
 Under $1,000  $25,000 - 50,000 
 $1,000 - 10,000  $50,000 - 100,000 
$10,000 - 25,000 over $100,000 
19. Where did this money come from? What percentage from: 
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 Own or family investment 
 Individuals other than the family 
 Banks or other private financial institutions 
 Public held stock 
 SBA or other government agency 
20. Where do most of your customers live? (Check one) 
A.  Neighborhood? 
B. Beyond the neighborhood? 
C.  Do not know? 
21. Are most of your customers? 
A. Black B. White C. About equal 
22. What was the average annual volume of your business in 1969? 
What do you expect it to be in 1970?  
23. Are you able to obtain credit from suppliers? 
 Yes  No 
If yes, for how long usually?  
If no, why not?  
24. What has been your experience with getting business loans 
from banks or other lending institutions? 
(a) excellent (d) poor 
(b) good (e) very poor 
(c) fair (f) no experience 
A. Have you ever had a loan for this enterprise? 
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B. What is the maximum loan you have made for this enterprise? 
C. What is your major source of business loans? 
1.  banks 
2.  savings and loan companies 
3.  insurance companies 
4.  other (specifiy)  
D. Have you ever had a loan from the Small Business Administration 
or other government agencies? 
 Yes No 
If yes, when? For how much?  
If no, have you ever applied for such a loan? 
 Yes No 
Has a government agency ever refused you a loan? 
 Yes No 
If yes, what reasons did the agency give? 
E. Have you even been refused a loan from any other financial 
institution? Yes No 
If yes, what institution?  
Why?  
25. Are you in need of financial assistance? Yes No 




C.  working capital 
D. equipment 
E .  debt consolidation 
F.  other (specify)  
26. What kind of insurance coverage do you have?  
Have you even been refused insurance by an insurance 
company? 
If yes, please explain  
Would it be difficult for you to get (additional) inusuranee 
coverage?  Yes  No 
27. Have you ever suffered any losses due to robbery or other 
crime? Yes  No 
28 Have you ever suffered losses due to vandalism or other 
destruction of property? 
 none  moderate 
 little  substantial 
29. Do you have any important business problems aside from 
those you have already discussed?  
30. Have you received any technical or business assistance from 
family or friends? Yes  No 
If yes, please specify  
31. Have you previously worked in a business owned by family or 
friends?  Yes  No 
If yes, in what capacity?  
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32. What is your age? Sex?  
33. What is the highest level of formal education you have completed? 
Attended Graduated 
Below high school level (8th grade)   
High school    
Post high school, technical, or business 
school    
College or university   
34. Have you had any other business training?  Yes  No 
If yes, specifiy  
35. How many years has (have) the owner (s) been in business: 
(a) of any kind?  (b) in this kind of 
business?  
36. How did you (the owner) learn to manage this enterprise? 
(e.g., taught by parents, taught by others, 
trial and error, etc.)  
37. How do you feel about your ability to manage this enterprise? 
(Check one) 
A.  know enough already to make it a success 
B.  could benefit from further training 
38. Regarding your bookkeeping, do you have a profit and 
loss statement? A Balance sheet?  
Are your accounts adequate for your purpose? 
 Yes  No 
39. Are you able to keep up with new business or technical 
developments in your field? 
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40. What are your own most sorely felt lacks in running the business? 
(Note: this question might need to be reformulated) 
41. What are your expectations regarding the future of this firm? 
42. How far from your firm is the nearest similar business? 
43. Have any new white-owned firms cut into your business within the 
last two years?  
44. Do you do business with any other black-owned firms? 
 Yes No 
45. Do you live in a predominantly black area or a predominantly white 
area?  
46. I would like to ask about the education or training of your employees: 
A. Do you insist on prior education or training 
before employment? Yes No 
If yes, what type of training?  
B. Do you provide for additional training of employement? 
 Yes  No 
If yes, is it on-the-job training?  
OR elsewhere?  
If elsewhere, where? 
How highly does the black community regard black businessman? 
Is this closely related to the businessman's success in business? 
Are there any black businessmen in the city who have respect 
and influence in the white community?  
If yes, how many would you say?  
Is this closely related to the businessman's success in business? 
In what ways do you feel you benefit the black community?  
Has your firm ever received any assistance (other than a loan) from 
a federal, state or local government agency?  
If yes, specify  
Has your firm ever received any assistance (other than a loan) from 
a bank or a private firm?  
If yes, specify  
Are you in need of assistance other than financial assistance? 
 Yes  No 
If yes, what kind? (Check ALL appropriate answers) 
A. accounting/bookkeeping 
B.  technical 
C.  management 
D. marketing (help with selling) 
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E .  personnel training 
F.  other (specify)  
To The Economic Developer 
Would you please provide us with your judgements in answer to the questions 
that follow. Answer specifically about those businesses and only those busi¬ 
nesses, you have dealt with in your position with PAED. If you have time, 
concrete examples would be extremely useful. 
1. What are the most important shortcomings of the businessmen you have 
dealt with? 
2. If conditions were moderately favorable, what proportion of the 
black businessmen (with the experience, knowledge, etc. they now 
have) do you believe capable of running successfully: 
a. an enterprise with up to twice their present business volume; 
b. an enterprise with more than five times their present business 
volume. 
3. What are the most important business problems facing black business¬ 
men in your area? 
4. What kinds of business assistance do you think would be most useful? 
5. What lines do you think are promising for new black business ventures 
in your area? 
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6. How highly does the black community regard black businessmen? 
If this closely related to the businessman's success in business? 
7. Are there any black businessmen in the city who have respect and 
influence in the white community? 
If yes, how many would you say? 
Is this closely related to the businessman's success in business? 
8. In what ways do the businessmen you have dealt with benefit the black 
community? 
